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Item 5. Reimbursement Methodologyfor the Pharmacy Dispensing Fee 

I. 	 General 
The upper limit for payment for prescribed drugs,whether legend or nonlegend items,will be 
based on the lowerof cost as defined by the Texas Health and Human Services Commission 
(HHSC) or its designee plus a dispensing fee as defined and determined by HHSCor its 
designee or the usual and customary charge. Wherea public agency makes bulk purchasesof 
drugs, payment will be madein accordance with the governmental statutes and regulations 
governing such purchasesin accordance with the agreement between such public agency and 
HHSC or its designee. These provisions do not applyto payment for drugs in hospitals and other 
institutions where drugs are includedin the reimbursement formula andvendor payment to the 
institution. 

HHSC or its designee will advise the Centersfor Medicare and Medicaid Services(CMS) in 
writing of the uniform, reasonable dispensing fee whichwill be used to establish how theState is 
in compliance with the upperlimit as specifiedin the regulations andas determined by the 
methodology describedin this Plan. Such notice will specify the time periodfor which it is 
effective. 

I I .  	 Reimbursement Methodology 
HHSC or its designee reimburses contracted Medicaid pharmacy providers accordingto the 
dispensing fee formula definedin this section. The dispensing feeis determined by the following 
formula: Dispensing Fee = (((Estimated Drug Cost+ Estimated Dispensing Expense) dividedby 
(1 - Inventory Management Factor))- Estimated Drug Cost)+ Delivery Fee + Preferred Generic 
fee. 

A. 	 drug ingredient Cost 
The estimated drugcosts are defined in Section IIC (Legend and Nonlegend 
Medications)) and IID (Texas Maximum Allowable Cost). 

B. dispensing Fee Determination 
(1)Theestimateddispensingexpense was $5.27 effectiveSeptember 1,  1997.The 

estimated dispensing expense effective October 16,2003, is $5.14. 

(2) 	 The inventory management factor was 2.0% prior to October16, 2003, and is 
1.95% effectiveOctober 16, 2003. 

(3 )  The total dispensing fee shall not exceed $200 perprescription. 

t 

i 




Attachment 4.19-B 
Page 2c 

(4) 	 A delivery incentive shall be paid to approved providers who certify aform 
prescribed by HHSCor its designee that the delivery services meet minimum 
conditions for payment of the incentive. These conditions include: making 
deliveries to individuals rather thanjust to institutions, such as nursing homes; 
offering no-charge prescription deliveryto all Medicaid recipients requesting 
delivery in the same manner asto thegeneral public; and publicly displaying the 
availability of prescription delivery servicesat no charge. The delivery incentive 
is $0.15 per prescription andis to be paid on all Medicaid prescriptionsfilled. 
This delivery incentiveis not to be paidfor over-the-counter drugs, which are 
prescribed asa benefit of this program. 

(5) 	 A generic drug dispensing incentive of $0.50 per prescription shall be paid on all 
Medicaid prescriptionsfilled for preferred generic drugsfor which a manufacturer 
has agreedto pay a supplemental rebate. Preferred generic drugs aresubject to 
the requirementsfor placement on the Preferred DrugList (PDL). 

and MedicationsC. 	 LeaendNonlegend 
For all medications, legend and nonlegend, covered by theVendor Drug Program (VDP) 
and appearing in the Texas Drug Code Index (TDCI) and updates,the following 
requirements must bemet. 

(1) 	 A pharmaceutical provider is reimbursedbased onthe 'lesser of the HHSC's best 
estimate of acquisition cost (EAC) plus the HHSC's currently established 
dispensing fee per prescriptionor the usual and customary price chargedthe 
general public. 

(2) EACis definedaswholesaleestimatedacquisitioncost(WEAC); direct estimated 
acquisition cost(DEAC), according to the pharmacist's usual purchasingsource 
and the pharmacist's usual purchasing quantity;or maximum allowable cost 
(MAC) for multi-source drugs. 

A. 	 EAC is verifiable byinvoiceauditconducted by HHSC to include 
necessary supporting documentation thatwill verify the final cost to the 
provider. 

B. 	 All drugpurchasesthrough a centralpurchasingagreement orfroma 
central purchasingentity must be billed to HHSC or its designee as 
warehouse purchases 

C. 	 TheWEAC is establishedby HHSC or its designee using market 
sources, which include, but are notlimited to: the current Redbook; 
Redbook Update;First Databank: First Alert; 01' reported manufacturer 
pricing. 
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